246.1 Accrual and cash method taxpayers; rate of exchange. A cash-method taxpayer who paid taxes to a foreign country in that country's currency must use the rate of exchange in effect on the date of the tax payment to convert the amount into U.S. currency in claiming a foreign tax credit; an accrual-method taxpayer must use the rate of exchange in effect on the last day of his taxable year in claiming a credit for accrued foreign taxes. I.T. 1645 superseded. §1. '86 Code.) Rev. Rul. 73-491, 1973-2 C.B. 267.
Botswana income tax.
The tax imposed by the Republic of Botswana pursuant to the Income Tax (Consolidation) Proclamation, 1959, as amended by the Income Tax (Consolidation) (Amendment) Act, 1970, qualifies as an income tax for which credit is allowable. § §1.901-1, 1. 902; '86 Code.) Rev. Rul. 72-346, 1972-2 C.B. 436.
246.23
Branch profit tax; rate under French income tax treaty. The temporary regulations under section 884 will be amended to specify that the branch profits tax will be imposed at a rate of 5% on French corporations that are residents of France and entitled to benefits with respect to the branch profits tax. Notice 89-73, 1989- 
Consolidated returns.
In computing its foreign tax credit, a domestic calendar-year corporation all of whose income was from foreign sources, that was acquired on July 1 by the domestic calendar-year parent of an affiliated group and that maintained sufficient permanent records, must allocate its foreign income tax liability accrued for its short period return based on its income for the period ended July 1. In computing the consolidated return foreign tax credit, the foreign income tax liability allocable to the income from July 1 to December 31 must be used. § §1. 
246.64
Distributions; appreciated property; foreign subsidiary. Taxpayer, the majority shareholder of a foreign corporation, received dividends of cash and shares whose fair market value exceeded their adjusted basis. The foreign subsidiary had accumulated profits available in excess of the dividends paid. Held, the fair market value of the property, not its adjusted basis, should be used to compute the taxpayer's foreign tax credit. 
246.65
Distributions; appreciated property; foreign subsidiary. The amount of a distribution of a dividend of appreciated property by a foreign corporation to its domestic parent to be taken into account for the purposes of computing the deemed paid foreign tax credit under section 902(a) will be the fair market value of the property at the time of distribution. However, the earnings and profits of the distributing corporation will be reduced by the adjusted basis of tire property. § §1. 
Domestic corporation; computation.
A domestic corporation received a dividend from its foreign subsidiary and claimed a foreign tax credit for taxes paid by the subsidiary. The subsidiary kept its books so that tax payments, earnings, and dividends were currently and exclusively reflected in the equivalent of U.S. currency. Held, the credit was properly computed on the foreign exchange rates prevailing at the time the taxes were paid, rather than at the time of the dividend. 246.134 Japanese convention; airline employee. Compensation received by a U.S. citizen residing in Japan for services performed as a flight crew member on international flights for a Japanese airline, including the portion attributable to services performed within the U.S., is treated as income from sources within Japan for purposes of computing the foreign tax credit provided in Article 5(1)(a) of the United States-Japan Income Tax Convention. § §1.861-4, 1.901-1. (Secs. 861, 901; '86 Code.) Rev. Rul. 79-28, 1979-1 C.B. 457.
Japanese convention; American
Depositary Receipt. A holder of an American Depositary Receipt issued under an agreement between a U.S. bank and a Japanese corporation to deposit the common stock of the corporation sold to U.S. investors in a Japanese bank which has been appointed an agent of the U.S. bank, will be treated for the purposes of the foreign tax credit and for purposes of the benefits provided by the U.S.-Japan Income Tax Convention, as if he held the underlying shares of the corporation stock directly. § §1. 
246.143
Life insurance company; exempt income earned abroad. In determining the foreign tax credit, the foreign income tax paid by a domestic life insurance company is not reduced by the portion of the foreign tax that is attributable to income taxable in the foreign country but excluded from U.S. taxation. However, in computing the per-country or overall limitation on the foreign tax credit, both the numerator and the denominator of the limitation fraction must be reduced by the amount of income from foreign sources attributable to the policyholders' share that is excluded for purposes of computing the U.S. income tax. § §1. 
Life insurance company; investment income allocable to reinsurer.
A life insurance company taxable under section 802, that reinsured a portion of its risks with an unrelated life insurance company under a modified coinsurance contract as defined in section 820(b) and was obligated to pay foreign income taxes without reimbursement on the portion of investment income allocable to the reinsurer under section 820(c)(1), is entitled to a deduction or a foreign tax credit on the foreign income taxes it paid. However, neither the numerator nor the denominator of the limiting fraction computed under section 904(a) may contain any of the investment income allocable to the reinsurer or any of the gross investment income from foreign sources that is excluded for purposes of computing the reinsured's U.S. income tax. § §1.820-2, 1. 
Limitation period; claim for refund.
When an accrual-basis domestic corporation contests a foreign income tax assessment, the foreign tax credit to be derived from the contested tax is allowable in the taxable year to which the foreign tax relates. Although the credit may not be accrued (except to the extent the contested tax is paid) until the amount of the foreign tax is finally determined. Further, a claim for refund for the overpayment of federal income tax with respect to the foreign tax credit allowed must be made within 10 years of the due date of the federal income tax return for the year to which the foreign tax relates. 
